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SUBJECT: US-CANADA BILATERAL ENERGY MEETING MARCH 17 

REF: STATE 55820 

1. SUMMARY: PRINCIPAL ACCOMPLISHMENT AT ENERGY TALKS WAS 
ESTABLISHMENT OF JOINT WORKING GROUP TO STUDY POSSIBILITY 
OF OIL SWAP ARRANGEMENTS. OTHER IMPORTANT POINTS IN- 
CLUDED CANADIAN WARNING OF LIKELIHOOD OF REDUCTION IN 
ESTIMATES OF GAS AND OIL EXPORT CAPACITY, AND US EMPHASIS 
ON IMPORTANCE OF PRO-RATA TREATMENT IN NATURAL GAS SUPPLY. 
END SUMMARY. 

2. GOVERNMENT ROLE IN POSSIBLE OIL EXCHANGES WAS SEEN AS 
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MADE STRONG POINT THAT SUCH EXCHANGES WOULD HAVE TO PRO- 
VIDE EQUIVALENT BENEFITS TO CANADIAN OIL INDUSTRY. JOINT 
TECHNICAL LEVEL GROUP WILL MEET IN OTTAWA APRIL 2 TO 
DEFINE PROBLEMS AND CONSULT ON INFORMATION TO BE GATHERED 
AND OPTIONS TO BE EXPLORED. TWO SIDES WILL THEN CONSULT 
WITH INDUSTRY. ON BASIS OF INFORMATION, GROUP WILL MEET 
AGAIN TO ATTEMPT TO AGREE ON PREFERRED EXCHANGE OPTION 
AND GENERAL PRINCIPLES WHICH WOULD GOVERN COMMERCIAL 
ARRANGEMENTS. ON BASIS OF GROUP S REPORT, TO BE COM- 
PLETED BY JULY 1, TWO SIDES WILL MEET AGAIN. OTHER POINTS: 

3. CANADIANS FEAR NATIONAL ENERGY BOARD OIL HEARINGS 
WILL RESULT IN FINDING THAT RESERVES INSUFFICIENT TO 
ALLOW OIL EXPORTS ON CURRENT SCHEDULE. THEY NOTED US 
DESIRE THAT REDUCTION TO 650 MBD ON JULY 1 BE RECON- 
SIDERED IN LIGHT OF REDUCED IMPORTS BY US REFINERS AND 
SUBSTANTIAL SHUT-IN CAPACITY WHICH NOW EXISTS (350-400 
MBD). FYI: HOPPER INDICATED PRIVATELY THAT PROSPECTS 
FOR MAINTENANCE 800 MBD EXPORT LIMIT FOR ENTIRE YEAR 
ARE FAIRLY GOOD. END FYI. 

4. CANADIANS QUESTIONED US CLOSELY ON OIL PRICES IN 
US, INDICATING GOC WOULD HAVE POLITICAL PROBLEMS IN 
RAISING DOMESTIC PRICES ABOVE AVERAGE US PRICE. US 
SAID AVERAGE PRICE OF DOMESTIC US OIL IS AROUND $8- 
$8.50, AND AVERAGE PRICE OF ALL OIL CONSUMED IN US IS 
AROUND $9-$9.50. 

5. US EMPHASIZED CONCERN OVER POSSIBILITY OF NATURAL 
GAS EXPORT CURTAILMENTS ARISING FROM RECENT NEB HEAR- 
INGS, RECOGNIZED RIGHT OF SOVEREIGN GOVERNMENTS TO 
IGNORE CONTRACTS, BUT STRESSED IMPORTANCE US ATTACHES 

TO COMMITMENTS MADE BY GOC AT TIME CONTRACTS WERE MADE.AND 
TO PRINCIPLE OF PRO-RATA TREATMENT. US URGED GOC TO 
CONSULT WITH USG BEFORE PUBLICLY COMMITTING ITSELF 
TO PARTICULAR COURSE OF ACTION. CANADIANS DID NOT 
RESPOND AT ALL TO THIS. 

6. CANADIANS SAID NEB HOPES TO HAVE REPORT OF GAS 
HEARINGS FINISHED BY MID YEAR. SHORTFALLS APPEAR 
LIKELY IN NEXT YEAR OR TWO, AND NEB FORESEES ANNUAL 
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SHORTAGE REACHING 100 BILLION CUBIC FEET PERHAPS AS 
EARLY AS NEXT WINTER SEASON DURING PEAK DEMANDPERIODS. 

7. GOC INTENDS TO RAISE NATURAL GAS PRICES AFTER OB 
TAINING AGREEMENT FROM FORTHCOMING FIRST MINISTERS' 

MEETING. IF NO AGREEMENT THERE, GOC WILL SEEK PRICE 
SETTING AUTHORITY UNDER BILL C-32. 
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8. ANSWERING CANADIAN INQUIRY ABOUT US COAL, US ASSURED 
CANADA OF CONTINUING AVAILABILITY OF COAL AND POINTED 
OUT THAT USG HAS RESISTED PRESSURES TO CURTAIL SHIPMENTS 
TO CANADA. US INVITED GOC TO NOTIFY USG IF ANY PARTI- 
CULAR COAL SUPPLY PROBLEMS ARISE. 

9. SUMMARY OF PRESS BRIEFING FOLLOWS IN SEPTEL. WILL 
POUCH BRIEFING TRANSCRIPT WITH MINUTES OF MEETING AND 
BACKGROUND MATERIAL. INGERSOLL 
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